
· _ ' _. . , "

esceedI both the COlt of Nbtidi.. aad the pee",nj.'Y cw1uatiOIi of me iAe£ficieaciM resu1tiDc
when Nblidjud bidden wm. .
16. Small firma'~ ill creriac tIM wes eucrioA In primarily punuit of -m..a. ""-
duouP~ ...bnoloPtt. A nciOGl1lJ*Ulator wiJi iAcl biCWinl ill me YCS~
likely a Ie. profitabJ.. optioA tban iAjec:Qna equity Uno a firm with nePF"ble prior CMI.S
presence who WOD lOme D. E. P block liceDlel.

Below, after aplejninl the poinD jua jrmUud in pu't I. I wiD QIm my attemioa. mput
n to the impJiCltioat for how the yes I1JCrion ahouW be coad:ucted, .. Josical ccmduaiOGl
from UI. appropriau~ ofcfficiency. 'l'hae are:

17. FiahtUac warehouUc of Ipecaum for ImkompeUtift pwpoteel mUft be the PCC"
hi&bMt priorily.
18. The iDcreaIed poteAtW for wanthousiD& bu JUde the 45 MHz spectrWIL cap DmCh more
impomnt r.bm befo:e. bd-. me pee shou1cl mempt to prevent CMRS ;"C1Imbea.a with
effecUve capICfty from OM-iainllllY furdIer apea:nam.
19. Since WItebouaiq by iJarnm},ents iJ cme idemrifieble UIIp of IpecltWIl that.}'ortiDri..has
las social value thm Ul.Y odwr. m. :FCC thou1d coalid.r~ biddiDc cred.iu for
Don-incumbea.a.

20. EHidency JUIPItI that II mWl1iceme .... ~ pouib1e be aucaODed. to 1110.. efficict
lII&p it .. wid. .. pOllibJe 1& set of teelmolocia. Giwa the JOG-lice.a.. comtraiDt, thiJ upes
for of£eriD.& 3 plind cheonel. of 5 MHz au:h direction in -=h MTA.
21. The lS3licea. this implies wiUnot~ lime dif6adti•• h doeIllOt JDe8D proce-m,
lIlywlw'e aar 153 paymenu: The a:pcricGc:e of broadbuld auaiOlll has been a COIlcctneion
of Iicesuee in • few 1irms.
22. BiddiD, crediu of Iffectiw mtpittliJe for mW1 firmI are eacntial to the hope for an
efDc:imt~. A mW1 firm which pwcIaaed tpeCQ"WD at the lime price U 1& 1arp firm
would face 1& dauntiAI clis.dnD.up due to hiP capital COllI.

23. Since the Coqreaional m,adltre to c:oUert paymenu by Sep. 30. 1997 prevena defemd
, payments. lAd cWetncl paymau ..... a Jarpr advmtap for aaWl bwrinc••c. tbau biddinC

credits in Cblock aueti.oAa. biddiol credia aubawlWlly &b0'98 thole in the C bloc:k an caUed
for.
24. Efficiency~ for Ip!imnl the 30 MHz in ways compatible with u many teehnolocia u
possible: DARS,low"~mchoolopes, such u PACS. aDd. otbcn.
25. PirmI UIiDg low.. microceUvJar w;hnolocT. such .. PACS. need paired cb,nDeJ•.
Simply brakinc iI1to 5 MHz IepD.eQtI would yield II very Ia"ious ine£fiaency: II warehOUle
could tie up 10 MH% of tpee:tr'Um "bile 0A1y buyiDc 5 MHz.
26. The atect of buildout wlUch aD ef6cieor aocW pJ,our wouJd prefer van. sulma.atially
acrou the vaDoua tee::hnoloai- we bow are~ for yes tpeetnam. No bu.ild out
requ.iremala will eccommocl..m.m all.
2'7. Buildout~ CD bloeJu A-F. eature that primary IpectnuD ua are ateDdecl
adequately to run1 euatorAeI'I.

The third put of the brief poinD out: that chaDaa in the rut. out to be limited to tboee
t1w do IlOt chmp fu:ad'lMo re1 iAccDti'ftI of the c:1UnlD\ auetioll form.. The~
time coDltl'aints are In~ eDeIDY of reucmed aperimeDwioA:
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diacrimiDation oppol'tUlliUel. molt CUoIlO1MrI ..... wi11iq to pay men for .. c:1ua of lIer'9icerKei_ th8Il the price c:barpI. Heace. bodl COUUIDII'I' _ procban' turplua u.a:...
SmsMio NG <-Not Good' A firm wa JO 01' mon MHz ill III MTA wilY aWes Ii,...... to
adci to ita epecuum CIptd,ty. It __ that uq IWfI ... o&riDp woWA 1M riIky ad
would aual _1.- u may~ from. c:umm offeriD,p u fmm. ma. of iu c:u..rnm
competitors. So, u 1ILticip.ted before it bid, me &rm t&mp1y adda .... IJ*ZIWD to ia
capacity, aACi coDria.. iD pnIIAt IIW'bc o£fciap. TU aa'& capecq .. AOt l'IllI1ly Deeded; it
it beiAc -wueh0UNd- to pN9'IAt • firm that miPt have oDtaWd tUt IJ*U'IID from -teriDc
.me eMItS DW'U:.

The impKt of warehouaiDc ia to keep pri&:ea, aDd therefore pIOb. JaiPer thm they
would have been. Siace prka aftar uwy wou.Id. .an be &bow marpw COltS. the mcnue in
prochacen' turp1uI thai: ..... from warehouaiDc. u;:u U'ily neD.. mu m. ct.cnue iA
CODlUmlrt' IW'PIUl that nIU1D. A. with • v.n.ty of eun:iaes of market po...~
of specuumilll~YiIlefficieIlt.

2. A \VCS 1iccmc wiDaer bcc:omiaa • DeW caD'aD% ill • oms market ia ....., pniwab1e to
warehCNlin&. but hOUltly accomplish" little ill the way of effea:ive iDcrMIe in
compctitiveDcu. If there ia DO overlap iA the oeDJdv ms..mJ,enu mel the A-P block wiIuIen,
the WCS liceme holder becomeI potem:iaJly the 9th fUm in the CMllS marbt. in Iddition to
my SMR c:ompetiton. The \VCS finn would be wildly oprimicjc, FftA 1uHIIowr
diaadvaIltacet. to apect u 1arp at a 1Q16,~ IIwa. NOlIe of the .....u eeriouI~
analy... I have IMIl or lMIucl about haft ....... tM bnlk-ev-.lIW'bt share DMr1y u low u
10%. A \vCS eGU'IAt that C1IlAOt rasb~ mar_ Ibve CIIlAOt haw Illy 1u'Eiq
favorable impact 011 priceI.

If there are £eww eMItS c:ompeti1:on, that will be becaJ·. ou or more of dloee finDt
decided it WCN1d be a IUOGpr compCEo1" with more c:apaci1:y. 'The woWd be WOrM JHrWI for
• WCS eIlU'ID~.

3. The IRuaUoIl ill me local ach,nl' matbt ia vaaly di.ffenm. IAcr...t wirel-. market
penetratioll Au bMA a1moIt aclU1iftly c:u-=-a addiq C'ommuaicaiou .....-. with very
little~ loa to the LEe. The LEe hu~ maru: power, Nbjec:t 0D1y to
approval from often iAeffecuye~ ap:acia.2

We have jUIt hepn k) .. what .,pan m be~ &ntry ink) recail te1ephOIUl
IUVic:e markets. To the atelt tbat COUUDIa'I fiD.cl1OlAe wlue in ·oDHtop ahoppiDc.· the
LEe does face the protpKt of lOme 1011 of Ioc.l ada.. I'W'9III1U8. Howe,•• du. doea DOt

lead to & loa of LEe IlUll'kec power. & the -o.DHtOp ahoppmt'. Snu are rereDcn of the
LEC. local loop, the LEe will have juat u much control over the pattcm of load phcme rata»
via coordinuecl chilli" ill itt mail rateS aad ia Ia:aI chvps.

... n.. WCS iIMCt.itm mirJn1JWmt.,. tIJIIOrf:Imity ro in~ MIfIN f'fItI1~ ro ,.
lDt:A1 aclNutp "...,._~ Should. firm pI.nnipc to iDtroduce • low-4:iar microc.11ular
technology, IUCh u PACS. wiA • wcs~..» it td~~ hi&b*ri~ fll4tr"f iAto toe.!
acben• (u well u compeeiDa m the oms market). SiDce 1ow-c:icr microceUu.Iar
tedmolop., such u PACS, offer l.neDin. IOWlcl quaJizy. nch firms caD. enter 1ocal-ehenp
without being rweIJen of the loca1loop. SpecUicaUy, • PACS firm will not z..n both
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11. lm'Fne that there is a ch.n• ill auetiOil procecbanI "biCA die PCC coWcl Idopt m.
would rauk ilL a $1 W11iu iaueqe in --.. TIaiI cbaap coaL1 allow m. Wm1
aowmmem to c:01IKt $1 biDioA.. iA UZII. All_ CIDI~ ill cbe U.s. UN diaort
bebavior, ..~ u.cl &ma bebavior da'a•• 1.- IOIUWK ill aD effoft to nduce
th.eir tax liabWty. TIle Ntu1t of theM bCavior dUtottioDI i. tIIat taa COlt cU ecoDOlDY more
thaD the NWDuem.,,~.

Every rwao.ubly 1Nl1-U'aiAed eeoAomi« bat bee apolld to the~ liEel'aNtC
memptiAa to Mimata me.. of dW -ac. bunIeD- of 'Camoa. Give.. ClomU1:y of the
wk. aDd me frequeac:y with which taz npJarioD. are ch·npd, it ia~ that me
Jeholan workiq in mil area ha'9I Aot radI.ed a CODIIIIIUI.

Nwnben propoaeci haw rmpci &om 14~ to 333%.' Vamaally all of me ICho1ara
comribuUDi to m... audiea woulcl .. t1Ht 33" it a CODMn"Itive Mimate of me aeeu
bw'cleA of federal wmioc.

This impliea that a 51 billion tax Cut. or a $1 billion tax i.Dcreue prnented. elfectively
ma1ceI Americau $1.33 bi1Iion rieber. Subaws the extra $1 biDion that wUm.iIlc bidden paid
for me .pec:aum, me! we &cI th£ the ecGlIOIDy Wbeaer of! by S0.33 biDioD. dolJan becmIe of
the aua teftEl13e brouahl ill by me Fcc.'

The 33,. .rficiency pill from &deW aaceioa NYellue UIIIrDCI that III me Idded auc:rion
toftI1ue Ie. iAto tax nlief. 11 lOme of it IO&'! imD del7t reductiors, OW' De. ';m.,.. an that
the efficiency pin iI a much 1arpr~.'

12. Some major teJecommvniccioD' fin:DlleaD to dcide aaaU fitmI II IUtCI.rily iNr£ficielit
UHn of .pectrUm (apin the US Wen com,""," em the O. E, p block m1eme1rinl an a prime
eample). nw JUikeI me II hiP1Y~. III perticu1ar, 1 IUIpCCt that the
presumption larp firma make ia dw uu1l finu will be UDable to acbi..- capecizy mmpcion
rues which me 1&rp wlecommm:ucariou 6nDI maiL It bean obletvarioD that this ia the
pfelUll1.PUon that AT&T made about MalAd $prim ill the 19801.

1 Tbae eztnIUI come from 1!dpr BJ'OwDiq, jofmtIIJ ofPoliliolJEcottom" 1916), aDd MutiD Po1dlteiD,
-wku die '93 T...... Jl.eIl1y Did.· '" "'.01bwt}tIMrrMJ. Occober 26. 1995. p. A22.
'1lc IIIlInd that DO m.p: wud is..wave.!. At tbe1cft1 of iDdmduIl tn..e:ti.ou. ben is wlw is
bappea.iAB. A worker who ia in •~ t.x bncka would dIdiu III o&t to WOI'k ovenime at S15 III
hour if the leimra dJu that would be rea up to work 0ftItiIna is wordl mon man Sf aD. hour to bat.
Given th. finD', o&r of die 0ftIti&ac ....... Jmow We tU Yalue of the work that .. eouiden
whether the Ifter.ux rate of M:UtD, '."". is fir canP aboft tbc nt1IrD tbe is c:u.mDdy PttiD& OIl 51
million in"" in muaicipU bcNadI to jUlEify the adcW riaL
ApiA. me ecoAOmy &c. tbillOIt of chAice • mi1l»D am. • day. 1A tome __, a ".. tI& bncbt
driv. the lIfter.ax naun low eDOUIb that ic doeI DOC quite jUItifT tM add.t riM. o.dy. tho fuadI are
more 'ftluab1y inveaed in die firm. A amall nducbosI in ta ... CUI mam d.e efficieacy piDI for
tboIe cueI for wbich DIfteMg retW'A CIIIIe elate to juItiiyiDc the rilL
'CE.p~ jMWtWJ ofPIIJIlIt~ 1916. Hawwftr. c:o.ap. lII&y DOt be able w nIia adcW
tpe"dinl wheal d:I.e FCC "'cricMv briDe in 11 biDioa ill added ,..... 1M 10ft of ..... epic
miPt coutnICt wou1cl haft~ of duI..w.tNftIlUe SO iIlIO 101M comhinerioa of.. ucl UZ nI.W.
201M. 10 into eomewbat wutGulldded .,..di..dIa _ a tocial"ua of SO.95 for ach dollu apea.t. ucl
10% of W DIAIIq complaly WMted by eoap.. (La.. wicb. JlO.1OCiI1 YIluaw~). Tbaa if die
panic:uJu c:ombiDatioA of debe aDd ta ntIief Mpp..d to ........ _..- bunIm of ,,%, wAicA iI
JlOt at all~1a, once Ipia. tU own1l ef&ct of the MdId rtftIlua is ~o yielc:l a 33% ef&i1Dq
pin. .
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COAtnty to aU four~ objec:Uwa. IDdred. the pcc J;aMda to contider Mrioualy
wbat " CIA do~ keep 6nDa from approachi", 'Cbe 45 MHz eap.

1'. It maUl .... to fiPl warebouIiq by placinl 04S iDCI1m ben • Ii cIiIIdYaup izl the
biddiq in the~WTAI wheN mq bokl epeccrum. A limp mel minim•1 way to do
this would be top~ Ii , .. biMini crea _ • pItficuJar 1ioIaII to 1A1 bidd« WAG Jwl AO
ndio Ipeca'Um hoJ,diap • aU illdM·~.,.cownd lr, dM1iceue.

20. New UlCl iDAcnllUw ... of IpectNDl mq proYe to be ecoQDmiq1ly YiabIa at fint 0D1y in
pvticu1ar reciom of the coumry with the malt favorable~ for the ptlnned \lIeS.

Moreo'Vel'. lit W.... the 6nu aaemlftiqlUCb iDDowdft imrocluc:DoJu may fiad illwd to
raise the needed fwad;". to compa for ftIIioAaI taa.. Tbia ...._ u.e:-- ouaht to
be offered for u fiDe • putiOonin • of the US u IN*iWe. to tuppOrt IUCh potemieUy
iaAoV&tive UNa of apec:uum. The PCC. arecl c:outraiat of 306 licauea if ..inently
reaonable pVeD the time CODIUaiIlt. and the appuat impact of BTA partitioni"c in dowinc
down the C mel the D. X. &ad P block amou. Co.aUtem with thiI COIIIU'I.im and the
objec:tivet would be ..umc duwe .. of paired 5-MHzcbennel. in cadl MTA, 153 liceuet in
.n.
21. A very ama11 number of puUcipulll won • sizable &KUon of .n liceGIM in the A and B
block auc:tion, aDcl apiA ill the C block. 0ftnI1, the nDo of the IIWDbcr of firma wiDDiDI lit
least one 1icenIe to the Dumber of 1iCIDMI bat bee IIDIIL aDd _Jler for MTA aucDona than
for BTA. The FCC will cmly have to hmcDe • re1atm1y amalllNlllber of -.ire U'UIIfen for
down pcymeDU mel for fiDal paymena ifthese 1531icea.. an 101cl.

22. It is euy to~ dle esrent to wIW:h small firm. are ata~. A,unming
t1w me JNIPC* of biddiftl it not to wanhouIe but to npp1y MmlD1,njratiou III'Vi.ceI, a
bidder~ .1iceDIe will iKe mbcenrialm~ iIa~ of capial equipment
and of me \lRp pera:silliOD'. aDd CORI of equipmAt p1ecem_t ICld -=S. Be£or. we bow
what the WCS lieeaIea will COlt, aDd what ... wiDAen are plDDiDIa any ";m.. of the
ratio of lic:enIe COlt to 1Ni1dout COlt IIl1IIt be 10 ftIue U to beAIIt~. Let 111

limply work with the cimue that tbia ratio ia l-to-l.

Then for a firm to c:ury O\ft itt p1anI, it IIlUIt come up with fuDda for 11pfrom paymema
qWckly. funds 10 cover the toW COlt of me 1icea.. rather quiddy. and fundi to build out
rapidly mo. to pt imo the marDI: lAd beP bJiDciaI ill IOIIIC~ue. ~ US w..poia.a
o~. the COlt of the capital to do all tbiI for • blue chip firm may b. about 1%, IDd may be
aboul .~ for & firm whole boDcl offeriDp will be rated iDve-me:nc pde, while a IIDIl1 firm
may face lID. 1.~ COlt of capital. Thue Dumhen cbanp with UIluuacil1 marbt conclitioAa. but
their ratio chanpa rather liuJe. Of~. due to c:ampouad iAcerM. m. ratio of the
paymeDU firma of diffenAt &aancW ttreD&th will have to mMc, to amonize deba of Iimilar
Iize over Iimilar holdine perioda, IUbIwatially aaurbara cIiffermc:eI ill CClItI of capital .

23. In the C block ..,criODI. net bid. were 7S~ of &fOIl bicIa. However. VAder l'eIIOAable
&II'WDptioDI abow: Tnuury imerM~ and COD of capitwl, the preeeat ... of IMt bid.
(under payment plm C) .... £rom sa.. to 5S'" of.- bids, which trml1.,. to iO 4... of P'O'I
bidt. That ii, the "lImeat paymeDt termI wJUch PJW'1D'ebIy CUIAOt be .......w to small
firma in wes mc:tiou .... man valuable'to di.ir C block ncipica rlwl Weft the biddinc
credits. So bidetinl CNdicI that U'O 110 1arpr thazl 25.. will unelionre compeaawa
~ maaJ1 firmI face by _ tUn WE .. much • the ... of uaian ,.. pnmdecl
ID1aD firmI in the C block mcDons. While this doa not make a compeDinc cue for aac:dy
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15 m1D1WlI or couidenbl,._. wUdnW'll pcrioda to 5mimIr.a).1DCl UDte1entjnalY iDc:reuiD.c
the leqth of the lWCtioD clay • ..n.u Sleep~ C8Il work"wor:aden.

31 --- --~ •• . L:.J • -1.:_1.. ..&.eIi' .J..._. u. MCWMJ weapon II m.D'"'1IID UMI .IDCnIIIMD, WaMia .... qweav. m IoIIC

R.eaional Narrowbud aucDOIl. evm more effadw ill me NIfioul Narr0wb.A4 aeti.oIl. IDd
haw bee let Ie. aDd Ie. effadwly .. "m. BroIdbead 1UCCioA. haw proceeded Mini"""!'
openinl bids a..cl U> l'CIIAt pedaapllt SO.Ol per~ (... aJiPtly JUP-. perhapI). If
lOmeli~ W COM I'O'&JDdI with DO bida • an. che minimum openml bid coWcl be red1aoJd;
however. such reducaODl ahouW ""'10~"..radom _ .. bidder hal DO reuon
to delay teI1dcriDc ID iDiUal bid b.opiDc for a futtbw minimum bid nductioA.

The HriouI problam ia.m. D. Po aDd P block auc:r.ioa. d1ouch. has bee 1ridl bow low bid
i.Dc:nmarra have heeD wba the iAitial bid OIl a 1icaIc ".. ui:vial ancl mere wu fwthar
activity in that BTA. It iI critical to keep hup m;nimmn bid i:acremmII on liQCDICI with
extremely low priceI. l00!Mt or 8VeIl~. at Jeat umi1 srap trIlDIition d«isiona lIppaJ'. Auto
auctioAeen have 10Aa kn.cnm that bid .iDcn:maltI at the eDd of aD auction limit iacl&:icnc:iea
anA !oat reveDUe, wi mar DMCl to be small. but _ .. lupr bid iacn!meat earlier ill III

auction. if it Call be uMd. Map .. price iDto 1iu muck ... without CNItiac ';I"ificanr
chancel for larp iaJfiden_, lAcMecI. OIl lAY JicIDIe wich 3 or moq Aft' bide. a .fOlM. bid
~t caD be 1IIed for It !eat the foDowiDc toUDd, quicIdy cIec:ntMed dweafrar if it
~ all UW' bidI OIl lbatliceale.

31. The third ._poIl it a IWW I)'*IZl for" ea.diac til. auction without the nMtly unlimited
ineffic:ienciee~ by IDAOUDA:iD.c ., fiaal round that efleaively COILWIU to a~
auction.

Suppoae the PCC --. befon roud T tbat tUy wUA to DriaI the au.cticm to ..
orderly eAd. The foJlowiac twelft.rouad adiD& procadure would be iDvobd. That it miFt
be invoked, _ how it would work if iDvoked. would be IDDOUIICId to the bidden before the
auction bepn. It mvolwadw foI1owinc Rapt:

A. The PCC IZIIlOWICeI before rouad T bepna" that round T will be the IMt oppottuDity for
bidden to Nbmit a bid whi.c:h ..- the minimum b¥i OIl a 1i.cenIe. If me FCC has DOt
a1reacly done 10. it aDD01IIIc:. .. very larp D1UIIber of maada per day (...,.. 10), juai6ed by the
&ct that bids in later I'OIIIMk do Dot iIrvolw • deciIioJl of how much to bid. but merely
wh.m.r to bid o.a. &Ay lM::eue. Bidden .... mnincW that d. (which will !lOW became mo"~

D.WUroul) will cocDaued 10 be broken by time Of bid receipt.

B. At the same time. the PCC IADOtIIIC:a that it will be dOlinl marUa wiIh Wee
c:oDMCl.ltive rounds of DO DeW bida. lim doiza& thia Ul mund T +... uxl..,.., l'OUIJd~.
(SimWtaDcOUi doIinl .. IOIDe rIfiaeaq ....... hut at IOIDe point they must be
-=ificed if aucaem CQlDpleQo.a. it critical. TU parenu.J. iaef6ciClCie. uaociated with thia
cloti.a.a rule arc qUe ImI11 compared10 a IiDP final rcNDd.)
C. Before rowad T +2. the PCC &nDO\IIlCCI two rule daanplm. will tID .&c:t hcpnaml
wfth round T+6. Fint. any bidder will have .. DIIW opti.oA &# t4'f~ fM whJdl it: II die
R·adinl hiP bidder. ClI1W a Coarinpnr a.iM. The effect of a ComiD" ... wiD be to
emer a hid by that bidder It the mi.a.imv.m bUl jf my om. bidd« mbmia .,1ep1 bid. for the
licen-. otherwiIe to law til. aarra1 hiP bid lWIdinl- The bid eatenICl OIl the biddcr'.
heJWf. if wed, will be nprded. u ftlCeived at me ame time the FCC rece.iwI the CoDrinpnt



--_ .. ; ................

a-Jd W. ....P'A.D., p. 16

lid iDstruaion, aDd tA"" will have the JUDe .IDdin, for~ Second, a biddar with a
IUDd.inI biah bid in II marbt DO lempt pta to CO\IILt mat hU1 for itipbj]i1y c:a1ad'tiODIi oaly
Ant bida aacl C.oarinpm bUb pnIII""Je uPbiJity. .
D. DurmS m- rouds, a liable bid~ it UNcl ill mr market with 3 bUll. mel &11

even lupr bid iacreaseat ill marbtl wiIh 4 or more bieIa. .
E. The PCC IUOWICII at leut 6 raUDda ill~ that rav.ad P ..m be the fiDal rouad.
Aow1d P it It Mut 12 IOUada afrer road. T, __ tbiI pIoceII .... iD.~ Note tbat in
I'OWld p. a ....ndinl hiP bidder cmalice:aM auINzaiu __ DO bid or a CcmrinpDt~ my
other bidder submiu either IlO bid, 01' a biG • the minimum bid iaK:re:meac. MiDim1llll bid
inuemmu ate _ lower dw1 .in the pft'riouI rouacL The tie-Dreakiq tuJe d«ezmines the
fiaal wiDaen 0111111 liceme drawiaa more dwla'liaP bid.

'I'hc notion behind the Procedw.'e ia dw g,1cjm..Jy ciemlnd iI molt limply reduced CO

supply by imiminl a WI1ruiaa. mc:aoa-r. II demand c:aaaot be fuUy reduced rapidly
enoucb. MOIIinl ia uaeci tria tie-hreaJdDa). smc. opponusaidIe to biG .. much u bidden
1lJ'U1ted have AOIlUceeeded iA J'IIIDOYiDc acea cIem·Dd. IUCb opponuaiDea will be P. OAt,.
0ACe more. The ProcIdura worJu belt if tha PCC .. fairl7 hiP bid .iacremea.a cluriq aU
I'O\U1ds lite T but bGon P. relyiq OIl mjooial u 1ift1e u poIIibJe. The remaining
jnefficicciel UIOCi..with roUDd P tie-brediq .... 1ib1y minim.'. but the molt imponlDt
upeetI of the Proceclwe are [11 n mdt, wiWn 1itt1a more dwl a clay. pi] it deb'berately c:&oo.
to IKrifice the n:n:Dua that a fiul firft..price rowuI miPt echieft to prneDt the inefficieDciel
such • round would ea.ail. _ rsial it .....

Part IV: 111M Pr.Iare

pm.ny. I pojDt out why the !DOlt c:ritic:a1 time CODIUIiD.t ia m. AeICl to am bidden time after
ru1eI .... to pat tbeir fin'nciall'elOUl'Cel in pluz.

33. It ia criUcal to baw ••pificem time Ifrcr tWa are 6nelizecl bIion upfro=~ are
chac; I call this time &uu tba 'bUn. pllnninl' periocL n.n caD be 1iu1e doubt that •
Acni6CU1t portion of the clif'fereDee benNe C block and D. Eo. .... II block prU:e. ia due to
the Ulooj,hinl PCC dec:iaioa to mquire upfrOIII ,.,..... £or the 1attc .cr:i.oD only 7 .....
after aDIlO'lmCiDc rW. m. doubled~ UId cpdrupW upfnmt payments. ('I'hat
rub. aetioIl malE. OJW q"..,- about how cAe pce will reIpODCl to apJicir Caapeuio.aal time
pnaure. It is .. if the caN m. weal iAto c:onclnrriaC NIn'OWbADd, AlB. lAd C aue;ticma were
deemed no loapr imponaat.)

Hate, i..u tenm of too liule~ time, CJWCeI difticnlr.iel AOt lO1e1y iA Jolt
revenue-faimea ad ef6cieacy suffer u well. That is, paRic:uIar porarial bidden are the
ODeS effecUvely 111m eM of the bidclinC by auch ruh deciliom. 1'hoIe shut eM uw
diJproportionately firmllHmnc to obtain ouuide badw'a, molt especi.Dy tboee who ... to
ccmviDce CNUide~ to support p1aDa 1:0 obc8iA f"ndml for .naw and~
wehaoloci-. AAy firm ..kinl ouaide IUpport IIlUIt ....,.,.,. ill ",waw p1aA after ebe0p'
aucb u thOle aIIZlOUIaC.d for the D. E. uad P block. mel becin afrah iu pitch 1:0 potem:iel
bcclwI. The _ maiaIcnIm dw~ plm. dw mon .-.u. tb8 JD\1It be ftMVOrW ADd
the more time Duken~ haw ifme, are to d.cide MDSiWy.

That FCC deciliO'l to allow oa1r 7 ....Ju for b",ejaw pJmaine. iA my opiDicm.
amoumed to an wwnl:tipoul violer.ion of dearly stated CanpaaioDel~ to iAclude
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ama11 b"Dne.I' IDd UW' wehaololia The PCC ..... iDIa'uaeG 10 pl'OYide lome cIiwni'7 mJinD_, IDd. avoid~~ Ua __•• wbich is 1wd1y potIib1t if., Ire

barred from COJIllMrinC. Tbe upt CoapIlJioul am. lCbecll1lt Iboul4 be u-l ..
niDforciDc thole imtrua:ioDI. lWp-ri"C a "'naillil pkDninl1:ilM tnm. =der 90-100 da)'I
woWd amOWlt 10 twice decidinC to blS' m.. irma. ShouJd the &tau twice barNd then INk
aD iAjuDetiOl1. m." m.y well DAd CoapCI..... wi11ina 10 offer om-auppolt.

~. Of coune, the PCC baa DO need for IUCb a .&on buIiD....,l·nninc period to ItlIy widaiA
the ConpaIioul am. frame. Por ODe thiDI. ill wholly 8pptOpriata pJ.a to al10Y oal7-=
UIDIfera for parm-a IMUII ftNACl 1 em hesiA OG tAt Wmoozl of die Wzd b"an. day
after the upfroAt~ deadline, an.d wiDAen' wire p&)'DlCII CaD be procu-.i1lllJCh more
quiddy u well. s.condly. it is com.plaely ""tibJe to maD April 15 the Ibon-form
IUbmjuiOll dndJine. April 29 the uplraAt ,.,... _d1jne, bcciA rouad 1 em May 2. ad
declare d:w the ConpeaioAal deed1jnefor an:iq the auerioa hu hem met.
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This Appeslctis: provide. c::alc:ulaciODl tuppOtdq· the claim dw • firm aUe lo...a. IIIicrocelluJar
teeh.Qology, NCb .. PACS, eteri.Qg .. local ach·D. markec 1:w .. far pater impect 00. market
COIlc:eD.Uatioll dwt eicUr [i] .. DeW mlt.at meo calluJar/PC$ competiti.ollo 01' [li] enbUICinc the c:apKi~

of current playen in the ce1NlatIPCS 1IW'bt.

Consider • market with 1,000,000 mblcriben, for comeaieace of ea1c:uladou. CoDlider.s:c.n.mo A:
the LEC'. only COmpetiUOD iI 3 0De4t0p IhoppiDc final. 10 whom it ,...u, local COIlO.moo,. Let me
three r.eIlen have 35.oao. so.OOO, aod 25,000 IUbactiberti auppa.c 2QlMa of -=h teM11er', c:u.comers have
wireleu .ervice. Thea the Hrindah1-Hinc:hmaD Llds (1iHI), haIIIld I01cly 011 aublcribcn. it:

Pina MarbtSbue HHI
LEe 91.00

8,281.00
Rml 3.50

U.25
IUlr2. 3.CO

9.00
IUlr3 ~

.6.Z5
SubKriben-BMed HHI: 100.00

8,308.50

However, thia calculation ipOI'Cll the bet dut the LEe 1w IlOnoecli,ible contrOl over the reae1len'
costs, and beACC their prica. As! HHI bared upon receipt of ac:cea charpI 'W0u1cl11:low:

PlnD Market Share HHl
LEe 98.20

9,643.24
Iblr 1 0.70

0.49
Rslr2 0.60

0.36
Rtir3 Q.1Q

Qj,5
AcceD-Based ffiiI: 100.00

9.6'U..J.t

Clearly both mblaiber-bued aDd accest-bued me8I1U'CI provide UIefuJ information. To combine 1hem.
I limply ute the .vensel the combined Inn for S=:wio A is ',642.46.

S,~ B: A firro. uaiDc Iow-ucr microeellular teclmalocY (c:aIW PACS eI1U'IDt below). eDten aDd
competes with the LEC lAd me Wee teM1lers. Let the PACS eDtnIlt be~y usumcd to
obtain ...'" of the CUICO.aWI of MCh teteller. aDd~ of me eattomen of the LEG; an arpmcGt why thiI
it a reasonably coDNtY'lrive _umptioll follows the caleulatioDl. Continue to IIiIWDe that 20% of each
reseJltt'. Cllftomen bnre wirel. aemcc.
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PinD Mar_ShaN HHl
LEC U.81

6,857.50
PACS ••55

73.10
RI1r 1 J.J6

11.29
lUlr::l 2.81

8.29
Ralr3 ZdQ

5.Z6.
Sut.:riberl-Bued HHI: 100.00

"'55.'.

Nat. IUppoac that tbc acccu c1wp U. PA(3~ to die LEC eadl. time II PACSori&iaated call
urmitaauw at an LEC CODl:lldioA "- equal to the acceu dwp the LE.C pays to the PACS -.:b lime aD.

LECorigiDa* c:al1 cennin "". at • PACS coaneccion. Alto IUppote that call orilinel:ioDi and call
terminations have W1COrreiated distributions. Then lUI HHI buaci \IpoA receipt of acC*I cbarps would
show:

Pinn Market Share HHI
LE.C 89.12

8,050.04
PACS • .55- 73.10
JUlr 1 0.67

0••5
R.dr2 0.5.

0.33
lUlrJ aM

Q.U
.A.c:ee.-Baed HHl: 100.00

1.12·US

The combiDod HHI 8noy 7,241.00. IInDRaAtW. reduction in market conceouazioA. Y• .cenario B is
aco~e estimate of the pins from PACS entry ~to • local vcheap muItct.

Scenarios e.G couider potential impKU of WCS UceDNI beiDa wed for eo.try (tow- or mp.tier) or
added capacity in CMRS marba. uai.ac w aort of capac:ity-baed HHI c:aJc.,,Ju;oaa Ibe PCC ued to
IUpport maiDtaiainC the .5 MHz. apec:uum cap for the O. E, _ F block auccioDl. Eaa:h scaario it
ptele11ted with two leD of capKitY D.umber&. The fim 1ft com. &om th. capaciq ,;,.".,iOQ in New
York. &he second &om Loa ADgelet; each w"mel that the hi&h biddca II of roUDd 135 in the D. E. and
F bleek auetion end up winDina-
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~YiD Ct. before the WCS medon:

FinD MHz Market HHI
Share

CeUularA 35
20.59 423."

Ce1N1arB 25
14.11 2106

PCSA .fO
2.1.53 55.1.63

PaB 30
17.65 311.·U

pcsc 30
17.65 311.42

BiC SMR .1Q

s.aa ~
Tow 170

100.00 1,851.21

Sc.,..rio Dl, which adell a~"'es holder:

PUm MH2 Market HHl
Shan

Ce1lularA 35
19.+4 378.09

Ce1lularB 25
13.89 19190

PCSA 40
22.22 493.83

PCSB 30
16.67 217.18

PCSC 30
16.67 '277.7.

WCS 10
5.56 30.16

BiC SMll .1Q

.u6 ~
Total 180

100.00 1,682.10
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SCC7UJno'£1 instead uaumM m. VIes 1iceneeI1O to the lars-~ holden in the marlr.ct, aubjecc to
the +5 Mlh apectrWD cap:

Firm MHz Market HHI
Share

c.uwarA ..5
22.50 506.25eeu__ B 3S
17.50 306.25

PCSA ..a
20.00 400.00

PCSB +0
20.00 +00.00

PaC 30
15.00 225.00

BilSMR ~

UQ ~
Total 200

100.00 1,862.50

x.n.no P1 hu YCS Uc::ea- FitaI to lower capacity holden ia die IIW"kct. tubject to t&. 45 MHz
tpactrUm cap:

Firm MHz M..tret HID
Shafteeu__ A 35

17.50 306.25
Cc11w.rB 3S

17.50 306.25
PCSA +0

20.00 400.00
PCS:B +0

20.00 400.00
PCSC +0

20.00 -«10.00
BicSMll .1Q

iJXl ZUQ
Total 200

100.00 1,137.50
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~"O Gl aaumeI dw 'Ires Ii........ CO to .ame of the lara- capac::icy ho.ldcn ill the marbc. and
US\UDCI the 4S MHz IpectrLUD cap is removed:

Pirm MHz Marbc HHI
SMrC

Cel1u1arA +5
22.50 506.25

Cel1w.r~ 15
12.50 156.25

PCSA 50
25.00 625.00

PCSB +0
20.00 -400.00

PaC 30
15.00 225.00

BiC SMll 1Q.
~ 25J.lO

Total 200
100.00 1.937.50

Nat we repeat tho lame ac:eaarioI. but bue the c:apaeiu. on w initially ... c:oncmtnud mar.. in
r.o. Anplet. S&MIIriD C2. before the yes auction:

FinD MHz Marker HHI
SIw'e

CeI1u1arA 35
19...... 378.09

CcllularB 2S
13.89 192.90

PCSA 30
16.61 277.78

PCSB 30
16.61 171.7.

PCSC 30
16.67 277.78

PCSt> 20
11.11 123.46

BilSMR J.Q

5.S6 Ja.I6
Toul 180

100.00 1.558.64
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Scm.rio D2, which add. a aiqloolic:cDlC WCS bolder:

FinD MHz Madct HHI
share

Ce11ularA 35
18.42 339.34

Ce11WerB 2S
13.16 113.13

PCSA 30
15.79 249.31

PaB 30
15.79 2"9.31

pcsc 30
15.79 249.31

PCSD 20
10.53 110.80

wes 10
5.26 27.70

BisSMR .U1
.u6 R..:m

Total 190
100.00 1.426.59

$«JMrio E2.. wes licmMs 10 to the lup1t capIlCity holders ill the market, subject to the 45 MHz
Ipec:trWD. cap:

Firm MHz Ma:rUt HHI
Shue

CcJ)u1arA 45
21.43 459.18

Ce11u1uB 35
16.67 277.78

PCSA 40
19.05 362.'1

PCSB 30
14.19 *.08

pcsc 30
14.29 204.08

PCSD 20
9.52 90.70

BiaSMR 10
U6 22.6&

Total 210
100.00 1.621.32
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S«rY";on. yes 1ic:ea.. lOme to loWCt' c:apac:icy holden in the mar.. IQbjoc:c to th. 45 .MHz
apec:trum cap:

FinD MHz Mubt HHI
Share

Ce1!ularA 35
16.67 277.78

Ce1luluB 3S
16.67 277.78

PCSA 40
19.05 362.81

PCSB 30
14.29 204.oa

PCSC 30
14.29 204.08

PCSO 30
1....29 20<4-.08

BicSMR .1Q

~
Total 110

100.00 1,553.29

Sn1urio G2, WCS llCCUClIO to~ of the largat capu:ity holden iD the mum. azsc:l Use ofS MHz
apeecrwn eap u removed:

Finn MHz Marbc HHI
Share

Ce1luluA 50
23.81 566.89

CellulatB 25
11.90 1...1.72

PCSA ...5
11.43 459.18

PCSB 30
14.29 204.08

PCSC 30
1....29 204.01

PCSO 20
9.52 90.70

BiiSMIl J.Q
U6 2a.6l

Tow 210
100.00 1,689.3-+
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Finally. the mn. ealculated we combiaed in the last aab1.. To eYa1\J&te m.. ebaapt ill m. HHI. IOJDe
.ocial welfare maIW'C it DMded which iDcozpotatel the DOtion m. a reduc:tioll ill market COACCntration
is mol'c imporun~ in a more collCCllU'&hd market (that it. far example. reduci0a the HHl from 6.0c0 to
5.000 is a more impotWlt impact than reduciq from. 3.000 to 2.000). Here I have UNci the formula
SWG .. [HHl1rl.S - [HHI2]...t.S to procNce the approximeX:iODI shOW'll ill the Social WeJfve Gain
column. This column doa Dot ...a.ce another upect mat oucht to be COnli~ the .iM of the
market. Presumably a giVCIl reduction in the HHI it more impol'tallt iA alarpr market.

I",pIICt of YCS: Chapa Sodal
HHl: "'eIfan

From: To: Gam:
PACS lU1I:tAl1~ faces LEe:

8.976.42 7,S.fO.OS 1.957.33
NY Scon&riOl:

WCS entrant in CMkS:
1,851.21 1.681.10 106.61

Add capacity, w/cap. bad: -7.30
1.851.21 1.'62.50

Add capacity. w/cap. better:
1.851.21 1,837.50 '.83

Add c:a.p..:ity, remaYe cap:
1.851.21 1.937.50 -56.33

LAScawioI:
WCS enuant in CMRS:

1,5S8.6f 1."26.59 76.52
Add c:apw:ity• ..leap, bad:

1,558.64 1.621.32 -37.49
Add capacity, ..leap, better:

1,55••64 1,553.29 3.17
Add c:apac:ity. remove cap:

10558.64 1.689.'" -79.00

In coDdwioD, CIluy of • lowo<ier mU:rocellular compccitor in a local ezch·nv IIW'UI: hal market
concentration benefits that ue about 18 Um" as impDl'tallt as the bcDcfia of Ii wes eDtram mID a
CMllS market (u COACeIluated as New York) of the IUDC aWbt liM. or about 90 tiDUlI U imPORUlt if
the local Gcbanp market iI 5 times as 1a.rp as dI.e CMllS marbt. In a *' collCClltntcd market like
Los ADgdes, LEe competition is owe 2S tUnes. importut, 125 timII liven differeAtial awbt ,ize.
All the omer JeenariOi fare e'teD wane; CVCZl ..heIl capacity is added to _large final (ccswia F). du!
impact ia • tiny fnctiOD (11200 to 1/3.000) of the pill vi, c:ompetinc with aLEe.

AUc:bon po1icia which foster oppol'tUJlities for a low-tier microcdlular provieW, such IS • PACS
provider, to compece with a LEe have huge pro-competitiw adV'anUfjes. likely outweilhinl arpments
for alternative policies.
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